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Q2’26 Earnings | Food segment continues to support margin resilience 
 
Unilever Nigeria Plc delivered another resilient set of results in Q2'26, building on the 
strong improved Q1’2026 performance. Revenue increased by 18.8% year-on-year to 
₦60.75 billion, while growing a more modest 2.7% quarter-on-quarter, suggesting that 
topline growth is gradually normalising following the stronger pricing-led expansion 
recorded over the past years (2024 and 2025). Despite the softer pace of revenue 
growth, the company continued to demonstrate strong execution, supported by 
improving cost efficiency, as reflected in the continued expansion of gross margins, 
alongside disciplined pricing and resilient demand especially across its food portfolio. 
 
The standout feature of the quarter was the continued improvement in profitability. 
Gross profit increased 20.9% year-on-year and 5.7% quarter-on-quarter to ₦28.12 
billion, with the gross profit margin expanding further to 46.3%, compared with 45.0% 
in Q1'26 and 45.5% in Q2'25. Consequently, the cost of sales to revenue margin declined 
to 53.7%, reflecting sustained procurement efficiencies, favourable sourcing 
arrangements, and the benefits of increased localisation of raw material inputs. The 
continued expansion in gross margins indicates that the company has largely 
succeeded in protecting profitability despite the re-emergence of inflationary 
pressures and higher logistics costs during the quarter. 
 

 
Source: Company Filings, Zedcrest Research 
 
The Food segment remained the key driver of Unilever’s performance in Q2'26. 
Revenue increased 26.3% year-on-year and 4.4% quarter-on-quarter to ₦39.36 
billion, raising its contribution to group revenue to 64.8% from 63.7% in Q1'26. The 
continued growth highlights resilient demand across the company's core food brands 
despite the challenging consumer environment, reinforcing our view that staple food 
products remain relatively insulated from weak purchasing power. 
 
The personal care segment delivered a more subdued performance. Revenue grew 
4.7% year-on-year to ₦15.13 billion but declined 4.5% quarter-on-quarter, reducing its 
contribution to group revenue to 24.9% from 26.8% in the preceding quarter. The 
sequential decline reflects persistent pressure on discretionary consumer spending, as 
households continue to prioritise essential products amid elevated inflation. 
 
The beauty and wellbeing segment posted the strongest sequential improvement 
during the quarter. Revenue increased 13.6% year-on-year and 10.9% quarter-on-
quarter to ₦6.26 billion, increasing its contribution to group revenue to 10.3% from 
9.5% in Q1'26. Although the segment remains relatively small, the performance likely 
reflects improved execution across selected brands, supported by marketing 
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initiatives, product availability and distribution gains, rather than a broad-based 
recovery in discretionary consumer spending. 
 
Overall, the revenue mix continued to shift in favour of the food segment, which now 
accounts for nearly 65% of group sales. We expect food products to remain the 
primary earnings driver through the remainder of 2026, while a gradual recovery in 
Beauty and Wellbeing and stabilisation in Personal Care should provide incremental 
support to overall revenue growth. 
 
Operating profit remained resilient during the quarter, with operating profit 
increasing 22.1% year-on-year and 12.1% quarter-on-quarter to ₦12.87 billion. 
Operating expenses, however, presented a mixed picture. Selling and distribution 
expenses surged 124.0% year-on-year and 54.0% quarter-on-quarter, reflecting 
persistent transportation and logistics cost pressures following elevated domestic fuel 
prices. By contrast, marketing and administrative expenses increased a modest 7.5% 
year-on-year but eased 5.6% quarter-on-quarter, partially offsetting the sharp 
increase in selling and distribution expenses. Consequently, while continued 
procurement efficiencies drove gross profit margin higher to 46.3% from 40.1% in 
Q2'25 and 45.0% in Q1'26, higher distribution costs limited the pass-through of these 
gains, with operating profit margin improving to 21.2% from 20.6% in Q2'25. 
 
Financial performance below the operating line also improved significantly. Net 
finance income rose 48.5% quarter-on-quarter to ₦2.88 billion, supported by sharply 
lower finance costs and continued income from surplus cash invested. Finance costs 
declined 4.8% year-on-year and 78.8% quarter-on-quarter to ₦296.5 million, 
reflecting the company's limited reliance on interest-bearing debt. Consequently, 
profit before tax increased 17.6% year-on-year and 17.4% quarter-on-quarter to 
₦15.75 billion, highlighting the benefits of the company's strong balance sheet and 
conservative financing structure. 
 
Bottom-line performance presented a mixed picture during the quarter. Profit after 
tax declined 3.1% year-on-year to ₦8.58 billion, primarily due to a higher effective tax 
charge, as income tax expense increased 57.8% year-on-year and 12.1% quarter-on-
quarter. Nevertheless, on a sequential basis, profit after tax improved 22.2% from 
Q1'26, with profit margin expanding to 14.1% from 11.9%, reflecting stronger operating 
performance and improved net finance income. Despite the higher tax burden, the 
continued improvement in underlying profitability reinforces our view that Unilever's 
earnings recovery is increasingly being driven by structural improvements in operating 
efficiency rather than pricing alone. 

 
Operationally, Q2'26 further validates management's execution strategy. Continued 
procurement optimisation, disciplined cost management and a greater focus on 
higher-margin product categories supported earnings quality, while the resilience of 
the food portfolio continued to offset weaker demand across discretionary personal 
care products. This remains consistent with our expectation that food manufacturers 
will outperform more discretionary consumer segments in the current macroeconomic 
environment. 
 
Limited upside despite strong fundamentals 
Consistent with our revised operating assumptions, we forecast Unilever Nigeria Plc's 
FY2026 revenue to increase 30.0% year-on-year to ₦278.6 billion, primarily 
supported by continued growth in the Food segment, which we expect to remain the 
company's largest revenue contributor. We anticipate procurement efficiencies, 
disciplined pricing and an improved product mix to sustain gross margin resilience, 
although elevated transportation and distribution costs are expected to remain a key 
cost headwind. Nevertheless, we expect continued operating leverage and healthy net 
finance income to support earnings growth over the medium term. 
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Our cash flow outlook remains constructive, supported by Unilever Nigeria's asset-
light operating model, resilient earnings generation and disciplined working capital 
management, all of which continue to underpin strong free cash flow generation. With 
minimal leverage and one of the cleanest balance sheets in the Nigerian consumer 
goods sector, the company remains well positioned to internally finance selective 
capacity expansion, brand investments and product innovation while maintaining 
financial flexibility and a sustainable dividend profile. 
 
Fundamentally, we continue to view Unilever Nigeria as one of the highest-quality 
consumer companies under our coverage. The company benefits from a portfolio of 
market-leading brands, resilient cash flow generation, prudent capital allocation and 
a robust liquidity position, which should enable it to navigate a still challenging 
consumer environment while continuing to deliver consistent earnings growth over the 
medium term. 
 
Reflecting these expectations, we maintain our SELL recommendation with a 12-
month target price of ₦125.24 per share. While we remain constructive on the 
company's long-term fundamentals, we believe its strong earnings outlook, resilient 
food franchise, superior balance sheet quality and robust cash generation are already 
largely reflected in the current market valuation, leaving limited upside from prevailing 
price levels. That said, the principal upside risk to our outlook would stem from a 
stronger-than-expected recovery in discretionary consumer spending, particularly 
within the Personal Care segment, which could drive faster revenue growth and 
stronger earnings than currently anticipated. 
 
 

N'000 2026F 2027F 2028F 2029F 2030F 

Revenue 278,592,800 376,100,280 519,265,149 709,303,044 956,961,660 

Gross Profit 119,794,904 173,006,129 238,861,969 326,279,400 440,202,364 

EBITDA 56,741,887 89,838,914 127,367,737 168,037,870 229,003,200 

Profit Before Tax 63,198,167 96,024,456 132,269,285 172,028,702 232,126,432 

Profit after tax 41,710,790 63,376,141 87,297,728 113,538,943 153,203,445 
 
 

 2026F 2027F 2028F 2029F 2030F 

Gross profit margin 43.00% 46.00% 46.00% 46.00% 46.00% 

EBITDA margin 20.37% 23.89% 24.53% 23.69% 23.93% 

Operating profit margin 19.36% 22.67% 23.22% 22.39% 22.66% 

PBT margin 22.68% 25.53% 25.47% 24.25% 24.26% 

PAT margin 14.97% 16.85% 16.81% 16.01% 16.01% 
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Important disclosure 

This document is issued by Zedcrest Investment Managers Limited (“Zedcrest Wealth” or the 
“Fund Manager”), an asset management firm registered with the Securities & Exchange 
Commission (“SEC”), Nigeria.  
This document is provided exclusively for the information of the recipient. It is not intended as, 
and does not constitute, an offer or solicitation for the purchase of Units of any Fund or the 
Securities of any Company. Recipients must inform themselves about and adhere to any 
restrictions on the distribution of this document and the offering, sale, and trading of the 
securities.  
The information herein is confidential and intended solely for use by those to whom it is 
addressed. It is not intended for public distribution and may not be reproduced, redistributed, or 
published without the written permission of Zedcrest Wealth. Zedcrest Wealth, its advisers, 
directors, employees, or affiliates do not accept any liability for the actions of third parties in this 
respect.  
 
Analyst certification 
The research analyst(s) hereby certify that: 

1. The opinions and views expressed in this report are their genuine, independent 
perspectives, based on publicly available information. 

2. Their compensation is not directly or indirectly linked to the specific recommendations, 
estimates, or opinions presented in this report. 

In other words, the analyst(s) affirm that their research is impartial, unbiased, and free from any 
potential conflicts of interest. 
 
Ratings definitions 
 
Buy:  A 'Buy' rating is assigned to stocks that we believe are significantly undervalued, yet possess 
robust fundamentals, and are expected to generate a potential return of at least 15.00% or more, 
based on the difference between the current market price and our analysts' target price 
 
Hold: A 'Hold' rating is assigned to stocks that we believe are fairly valued, with limited potential 
for significant price movement, and are expected to generate a potential return within the range 
of +5.00% to +14.99%, based on the difference between the current market price and our 
analysts' target price 
 
Sell: A 'Sell' rating is assigned to stocks that we believe are overvalued, with deteriorating or weak 
fundamentals, and are expected to generate a potential return of less than +5.00%, based on the 
difference between the current market price and our analysts' target price. 
 
Rating Suspended: This designation is assigned to a stock when we are unable to provide an 
investment rating or target price due to insufficient fundamental data, or when legal, regulatory, 
or policy restrictions prevent us from publishing a rating or target price. 
 
Extra-normal situations: Our standard rating methodology does not apply in exceptional 
circumstances where non-quantifiable factors and material considerations that cannot be 
reliably estimated come into play. In such cases, our analysts may exercise professional judgment 
to assign ratings that deviate from those expected under our standard methodology, taking into 
account unique circumstances that cannot be fully captured by our quantitative approach. 
 
Analyst’s compensation 
The research analyst(s) who prepared this report are compensated based on a combination of 
factors, including: 
- The quality and accuracy of their research 
- Client feedback and satisfaction 
- Competitive market factors 
- The overall performance and revenue of the firm, which includes contributions from Asset 
Management, Securities Trading, Stock Broking, and other business units 
This compensation structure is designed to align the analysts' interests with the firm's overall 
success and the value delivered to clients. 
 
Valuation and risks 
For a detailed analysis of our valuation methodology and potential risks associated with any 
recommended security, please refer to our most recent company-specific research report. If you 
have any further questions or concerns, please don't hesitate to contact the analyst listed on the 
front of this report 
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Frequency of next update 
We will provide an update to our view on the company when significant developments or financial 
news occur, prompting a reassessment of our position. 
 
Conflict of interest policy 
Zedcrest Wealth and its affiliates maintain a policy ensuring research analysts' independence. 
Analysts are not involved in activities suggesting representation of Zedcrest Wealth's interests in 
a way that could compromise their impartiality. To avoid conflicts, analysts report to separate 
lines, independent of Securities Trading, Wealth Management and Stock Broking departments. 
However, these departments may trade based on published research, potentially creating 
conflicting interests with clients. 
 
General disclaimer 
This research report is based on publicly available information considered credible by our 
analysts. However, facts and views presented may not reflect information known to other 
Zedcrest business. While reasonable care has been taken, Zedcrest Wealth its officers, and 
employees disclaim responsibility for any errors or omissions. The report's accuracy, fairness, 
and completeness have not been verified, and its contents should not be relied upon for 
investment decisions.  
Ratings, forecasts, and opinions are subject to change without notice and may not reflect future 
performance. Past performance is not indicative of future results, and investments may fall or 
rise due to various factors.  
Zedcrest Wealth and its affiliates shall not be liable for any losses arising from the use of this 
report. This report provides general information only and does not constitute personal 
investment advice. Investors should independently evaluate investment risks and suitability, and 
all investment decisions are their sole responsibility. Any investment decisions should be based on 
public information or offering documents, not this report. Zedcrest’s other business units may 
issue inconsistent trading ideas or recommendations. 
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